I N N OVAT E O R D I E Louise Maynard-Atem
WE ARE CURRENTLY LIVING in a very interesting period of history; the ever-increasing rate of technology change and the sheer volume of data (as well as our ability to process and glean insights from it) is driving massive disruption across all industries. Longstanding companies are now having to redefine their value proposition and relationship with their customers, in order to keep pace with new entrants to the market as well as incumbent competitors.
I'm sure you're all familiar with the tale of entertainment rental service Blockbuster, and how their inability to move with the prevailing trend of streaming video content led to their eventual demise. All the while Netflix, who started out as a postal DVD service, were able and willing to pivot towards a technology on the rise and go on to dominate the market.
I currently work in the innovation team of a large corporate organisation, and I hear some form of the Blockbuster vs Netflix story at least once a day. This, and other cautionary tales like it, emphasise the need for constant re-evaluation of the value that organisations provide to their customers and how they can better deliver this value.
On the surface of things, my current role has a lot more to do with product design and management than it does with O.R. The purpose of the team that I work in is to develop new products and services that will ensure the medium and long-term success of the organisation. To do this we need to understand the problems that these products and services will solve, and that's where my O.R. background really starts to add value. There are wealth of soft O.R. approaches and techniques that can support product innovation process; I have seen a number of these used, to great success, by a wide range of organisations and have already incorporated a number of them into my own ways of working.
THE INNOVATION PROCESS
Innovation and process are perhaps two words that don't sit naturally together, with one conjuring images of free-thinking and new ideas, whilst the other lends itself to structure and certainty. The purpose of my role, and other innovation teams that are increasingly common in large organisations, is to take new ideas that are not yet fully formed and turn them into the business-as-usual of tomorrow. Another key point is to make this repeatable -thus requiring a supporting process.
There are a number of different versions of what the innovation process looks like, however they all incorporate a set of common themes as shown in Figure 1: • Identifying the problem -the most important stage of the process is to really understand what problem you are trying to solve, and then reframing that problem to ensure you can generate as many ideas as possible in the next stage.
• Ideation -once you have identified the problem you're trying to solve, the next phase is to come up with as many ideas on how best the problem can be solved. The ideas will then need to be prioritised accordingly.
• Research & Validation -once you have decided on the top idea(s) that you want to pursue, you need to test this with the market to ensure that you're solving a problem that is important to customers. It's also important to assess the technical feasibility of the idea at this stage.
• Prototyping/MVP -only at this point do you start to build any functionality and it is vital that this is done in conjunction with customers/users. This stage helps to assess the technical feasibility of the idea as well as what the user experience should be.
• Launch -once the idea has been validated from both a technical and market perspective, it is time to launch the product at scale and work towards driving adoption, both internally and externally.
The purpose of innovation teams that are increasingly common in large organisations, is to take new ideas that are not yet fully formed and turn them into the businessas-usual of tomorrow
It is also important to recognise the feedback element of the process; at every stage we are building confidence in the assumptions that we've made along the way, and feeding the learnings that we achieve back into the process in order to minimise the risk and uncertainty.
PROBLEM STRUCTURING AND REFRAMING
The innovation space is often, incorrectly, considered to be solution or technology driven, though it is a firm understanding of the problem that you are trying to solve that is crucial to success -hence that is the first step in the innovation process shown. It is also important to understand the range of actors that are involved in the problem space, and take into account their different viewpoints. Soft systems methodology is an obvious choice for the initial problem structuring exercise that takes place at the very start of the innovation process.
Soft Systems Methodology (SSM) traces its roots back to Lancaster University, when researchers were trying to apply systems engineering approaches to management/business problems. The methodology was born out of the fact that stakeholders have very different views of the 'system' and therefore define the problem in different ways.
The seven stages of SSM, as shown in Figure 2 , form the first stage of the innovation process and help us to achieve a common understanding of the problem that we can ideate on.
In working to define the problem that we are solving, we need to understand the context and environment in which we will solve it. Given we are aiming to develop solutions that will exist in a future that has not yet arrived, we need some structured way of thinking about what that future will look like; which is where scenario planning comes in.
Scenario planning, which has its origins in military planning, is widely used in corporate innovation teams to generate multiple versions of the future. It allows us to consider factors that are very difficult to quantify including social/demographic, technological, economic, environmental, political, legal and ethical (STEEPLE) factors. When used in conjunction with systems thinking approaches (e.g. SSM), scenario planning can help us to develop plausible futures because the causal relationship between different factors can be demonstrated.
Soft systems methodology is an obvious choice for the initial problem structuring exercise that takes place at the very start of the innovation process Defining the problem is long process, and it is valuable to try and reframe the problem a number of times before starting to think about solutions. To use a trivial example, if we ask ourselves 'what is the sum of 5 + 5?', there is Using Multi Criteria Decision Analysis allows us to quantitatively compare different ideas and drives more defensible decision-making behaviours
PRIORITISATION OF IDEAS
Once we have understood the problem, using a range of problem structuring methods, and developed a range of ideas that could provide solutions, we need a way to prioritise the ideas and decide which one should move towards implementation. Again, O.R. techniques are heavily used in this space to evaluate multiple criteria to aid decisionmaking. Multi Criteria Decision Analysis (MCDA) is particularly useful in identifying the interests of stakeholders/decision makers, which are often linked to the value of the opportunity and the strategic alignment with the wider portfolio. These interests are weighted in terms of importance and the different ideas are rated in line with the criteria. Using MCDA allows us to quantitatively compare different ideas and drives more defensible decision-making behaviours.
This element is particularly important in large organisations because any new innovation will have to exist in the context of existing solutions, and must therefore be aligned to the same vision as the wider offerings.
KEY TAKEAWAYS
To echo the point I made at the beginning of this article, the current pace of change is great because of the availability of data and the lower barriers to entry from a technology perspective. Large organisations are continuously having their market dominance challenged by an increasingly crowded competitive landscape, and need to be to move at speed in order to maintain their positions. The advent of corporate innovation teams, partnerships with start-ups and early stage investment (as well as more traditional merger and acquisition activities) are testament to how serious the threat of disruption is.
The techniques listed above are just a few examples of how innovation professionals are using O.R. techniques to bring about changes to products and services in organisations of all sizes. The widespread adoption of these techniques (albeit sometimes under different names) speaks to massive applicability that O.R. has across a broad range of areas, and the drive towards evidence-based decision-making in business. SYSTEM PRACTICE, 1981) 
